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Summary of the Institute Board's Rationale for 

Not Extending the Term of the Memorial Trust 


Legacy 


* fiy the end of the Trust's current term., the Trust trustees will have fulfilled John fetzer's vision 
for their work, hy providing valuable insight to the Institute on legacy, spiritual identity, and 
mission during the initial formative 30 years following Mr. Fetzer's death. This is a major 
accomplishment to be celebrated, and for which the institute community is deeply grateful. 

■ This was a role for which the Trust trustees were uniquely qualified because of their personal 
relationships with John Fetzer. Future trustees would, necessarily, not be able to perform this 
role. 

■ The Trust will be able to complete the documentation of John Fetzer's legacy and spiritual 
journey before its current term empires. 

* Over the past two years — through the institute community's work on spiritual identity, 
community of freedom, and emerging program strategy — the Institute has embedded the 
essence of John Fetzer's legacy at the heart of the Institute's understanding of ourselves as a 
community and of the work we are called to do in the world. 

■ Ensu ring th at new I n st itu te trustees are hi ghly a I ign ed wi th th is u ndersta nd i ng of Jo h n Fetze r's 
vision is the essential mechanism through which the institute can, and must, ensure that its 
iong-term work continues to be an authentic expression of Mr. Fetzer's vision. 


Science 


• Our emerging long-term program strategy creates both the opportunity and the need to 
reintegrate the Fetzer Franklin science program into the overall work of the Institute. 

■ To this end, over the next year, the Institute and the Trust will be engaging in an intensive 
dialogue on the future of "Fetzer science," including the fetzer Franklin science strategy. 

■ if, through this exploration, the institute trustees conclude that there is continuing benefit in 
conducting the Fetzer franklin science program through a separate entity, the Institute will have 
complete flexibility in creating and structuring a new entity that is optimally designed to support 
the effectiveness of the Fetzer franklin program. 

Minimum Payout 

* in setting the institute's payout rate, the Institute board must balance (1) the need to spend 
money now to advance our mission in the near term, with (2) the need to preserve the inflation- 
adjusted vaiue of the institute's endowment to support the Institute's work over the long term. 

■ The Institute's current policy payout rate is 5,0%. in the current investment environment, 
Cambridge advises that the Institute can reasonably expect an inflation-adjusted return on our 
endowment of approximately 4 . 5 %. 

■ As an operating foundation, the Institute's mandatory minimum payout rate is approximately 
3.5% of the value of the endowment. This is substantially below the 4.5% expected return on 
our endowment, and thus substantially below the amount we can spend and still preserve the 
inflation-adjusted value of the endowment. 
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* In Other words, our policy payout rate is substantially above our minimum payout rate, and 
presumably this will continue to be the case unless Investment conditions deteriorate to the 
point that the inflation-adjusted return on our endowment falls below 3.5ft. 

■ In the past, when the inflation-adjusted return on foundation endowments fell below the 
mandatory payout rate, Congress reduced the payout rate in order to allow foundations to 
maintain the inflation-adjusted value of their endowments. It seems likely that Congress would 
do so again if investment conditions require. 

* Because the Trust can satisfy its mandatory minimum payout rate by making grants to the 
Institute (in effect, internal transfers), if the Trust were to satisfy its entire payout obligation 
through such grants, the effective mandatory payout rate for the combined endowment could 
be reduced to approximately 2.9ft. However, as long as the Trust continues to devote 50ft to 
60ft of its expenditures to the Fetzer Franklin science program, the potential reduction in the 
effective payout rate for the combined endowments will be proportionately smaller. 

■ Taking all of these factors into account, payout considerations do not constitute a significant 
reason to extend the life of the Trust 

Investment Performance 

* Over the life of the Trust, the rates of return on the Trust and Institute endowments have been 
virtually identical. 

* If the Trust endowment is transferred to the institute, the Institute could, if it chose, continue to 
manage this component of its endowment using the same investment strategy and investment 
team currently employed by the Trust. 

■ Integrating the two endowments could significantly reduce overall investment management 
costs. 

Administrative Costs 

■ Trustee fees, staff com pensation, a n d trustee serv ice fees cu rrentl y a mo u nt to approxi mate ly 
$900,000. Of this amount, the Trust allocates approximately $200,000 to the Fetzer Franklin 
science program. If the Trust's activities are transferred to the Institute, it should be possible to 
significantly reduce total administrative costs. 

Risks inherent in Extending the Trust 

* A key element of the current structure is that the Trust board cannot be controlled by the 
Institute. Over the long-term, this creates significant risk of conflict between the two boards 
over the use of the Trust's resources. 

■ If over time the individual and collective voices of the Trust trustees diverge significantly from 
the views of the Institute Board on important issues, this could create a serious impediment to 
the ability of the Institute Board to provide effective leadership for the Fetzer community. 

John Fetzer's Intent 

■ As John Fetzer's original trust instrument made clear, he intended the Trust to exist for only 20 
years-that is, only during the initial formative years Of the Institute's life and work-and that 
the Trust should expire in 2011. Thus, he made an affirmative decision that the Trust should not 
exist in perpetuity. In 2010, the Institute Board concluded that the Trust had not yet completed 
the role that Mr. Fetzer envisioned for it, and, therefore, that it was consistent with Mr. Fetzer's 
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intent to extend the life of the Trust through 2020. The Institute Board has now concluded that 
Iby 2020 the Trust will have completed the role intended by Mr. Fetzer, and, accordingly, that 
consistent with Mr. Fetzer's intent, the Trust should not be extended beyond that date. 


